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resources so that all—aged, disabled,
poor—could have the services they de-
sire. But such a world does not exist.

We must be fair to our Nation’s dis-
abled, to our seniors, and to the low-in-
come. But we must also be fair to our
children, and their children. In short,
we just have to do the best we can and
this bill is a good start.

———

BALANCED BUDGET
RECONCILIATION ACT

Mr. PRESSLER. Mr. President, I am
pleased to be voting today for the Bal-
anced Budget Reconciliation Act. For
the first time in a generation, the
United States Senate will be voting to
end fiscal irresponsibility. Today, we
have the opportunity to leave the next
generation not mountains of debt, but
the prospect of a stronger economy and
a better standard of living.

Many of us have fought this battle to
end runaway deficit spending for dec-
ades. I have done what I can. I have
kept my votes within a balanced budg-
et. I have cosponsored constitutional
amendments to balance the budget,
and measures to grant the President
line item veto authority. When I as-
sumed the chairmanship of the Com-
mittee on Commerce, Science and
Transportation, I voluntarily reduced
my staff budget by 15 percent. Those of
us who believe in common sense budg-
eting fought tenaciously to reverse
years of liberal excess and largess that
has left the United States a debtor na-
tion. For years, the only things I have
had to show for my efforts to balance
the budget are awards from grassroots,
fiscal watchdog organizations. Today,
with passage of this legislation, I have
my eyes on the ultimate prize: a bal-
anced federal budget. It is about time.

Of course, the people who deserve
most of the credit are the American
people. As they have done in so many
instances throughout our nation’s his-
tory, the American people made the
difference. Last November they said
enough is enough. They sent home
many liberal caretakers of a run-down,
bloated federal government, and sent
to Washington a new corps of members
that share my common sense approach
to government. American families,
working hard to provide for their chil-
dren’s future, knew that the federal
debt stood as an ominous threat to
their efforts and their way of life.

The people of South Dakota long ago
made clear they do not tolerate waste-
ful deficit spending. South Dakotans
believe that the federal government
should live within its means—just like
every family, every farm, and every
business large and small. They are ab-
solutely right.

No single act this Congress can take
could have a more positive impact on
more Americans than a vote to balance
the federal budget. The facts are clear.
A balanced federal budget and a lower
debt free up investment dollars that
have gone toward financing the debt or
making interest payments on the debt.
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In practical terms, a balanced budget
would mean three key things: First, it
would mean lower interest rates by up
to two percent, making loans for new
businesses, a new home or car, or a col-
lege education more affordable; second,
it would mean at least 6.1 million new
jobs; and third, it would mean a higher
standard of living. In fact, a balanced
budget would result in per-family in-
comes rising on average by $1,000 a
year.

With all the clear benefits, it is no
wonder that the American people
strongly favor a balanced budget.
Americans recognize that fiscal irre-
sponsibility has been a stifling barrier
to progress—a barrier that gets larger,
more onerous and more oppressive un-
less we act. Today, we are acting. A
balanced budget is not just a restora-
tion of common sense government. It is
nothing less than economic liberation
for every American family and busi-
ness.

The balanced budget bill we pass
today maintains our commitment to
vital programs, such as student loans
and national security. It also preserves
and improves outdated, costly social
programs that threaten to spiral our
country into bankruptcy. Chief among
them is Medicare.

Medicare reform is critical. I support
Medicare. It provides essential hospital
and health care services to 37 million
Americans, including 113,000 South Da-
kotans. My mother depends on Medi-
care for basic health care.

As all of us know, earlier this year,
we received troubling news from the
trustees in charge of Medicare. They
said that Medicare would be bankrupt
in seven years. Without action by the
year 2002, there would be no money to
pay senior citizens’ hospital bills. Sen-
iors would be stuck for the entire bill
because Medicare would not be around
to help. That must not happen. If we
enact the Medicare reforms contained
in S. 1357, that will not happen.

This bill would save Medicare by
making a number of key reforms.
First, the bill would slow the rate at
which Medicare is spending our tax dol-
lars. At present, Medicare is growing at
an annual rate of 10.4 percent. That is
too fast. It is like forcing a person to
run a marathon at a sprinter’s pace. If
allowed to grow at this pace, Medicare
will burn out and run out of money in
seven years. Like the marathon run-
ner, we need to slow the pace of Medi-
care growth so it can run longer. That
is just what this bill would do. It would
slow Medicare growth to a more man-
ageable 6.4 percent—still twice the rate
of inflation, but at a pace that would
enable Medicare to stay solvent for
years to come.

In terms of dollars and cents, total
Medicare spending would increase from
$178 billion this year to $274 billion by
the year 2002—that is a total of $1.6
trillion invested in Medicare and an in-
crease of b4 percent over seven years.
This growth rate is faster than any
other major government program.
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Spending per South Dakota Medicare
beneficiary would increase as well,
from $4,816 this year to $6,734 in the
year 2002—an increase of $1,918.

This bill would improve Medicare as
well. The Republican Medicare reform
plan rests on three basic principles:
First, every senior would be able to
choose the same fee-for-service Medi-
care plan they have now, with all of
Medicare’s benefits. Second, senior
citizens would continue to be able to
choose their own doctor. Third, seniors
would have a new option—the option to
choose from a variety of health plans,
as do younger Americans and Members
of Congress. Seniors could stay on
Medicare, or opt for a health plan of-
fered by a Health Maintenance Organi-
zation (HMO), a Provider Sponsored
Network (PSN), or even a health plan
sponsored by a pool of physicians.

For the first time, seniors would be
given a greater choice over health care
options. They would have leverage as
health care consumers in a newly com-
petitive health care market. This op-
tion of choice would offer senior citi-
zens more benefits, such as eyeglasses,
prescription drugs and hearing aids, at
a lower cost.

In short, Republicans intend to im-
prove Medicare by preserving its best
elements, and empowering senior citi-
zens, not the government, to choose
the health plan that suits them best.

This legislation also contains much-
needed reforms in the Medicaid pro-
gram. Like Medicare, the Medicaid pro-
gram is growing at an excessive rate
that threatens funding levels for other
vital social programs. The core ele-
ment of Medicaid reform is to slow the
rate of growth in the program, from
10.5 percent to just under 5 percent We
further reform Medicaid by giving the
States greater authority to administer
the program, while maintaining our
traditional commitments to cover
pregnant women and children, as well
as the disabled.

The balanced budget legislation also
maintains our commitment to young
Americans who need financial assist-
ance for college. Much misinformation
has been circulated by the liberals, but
the reality is student financial aid en-
joys wide bipartisan support. This was
made evident just yesterday, when the
Senate overwhelming approved an
amendment I cosponsored to provide an
additional $5 billion for student finan-
cial aid. This amendment would pre-
serve the in-school interest subsidy for
both undergraduate and graduate stu-
dents. It also would prevent any in-
creases in the interest rate on PLUS
loans for parents and it eliminated a
misguided .85 percent fee on student
loan volume on colleges and univer-
sities.

I am very pleased the Senate adopted
this amendment. During the Senate
Labor Committee’s consideration of its
provisions in the balanced budget legis-
lation, I contacted Chairman KASSE-
BAUM to express my opposition to any
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new fees on higher education institu-
tions as a way to preserve our commit-
ment to Federal student loan pro-
grams.

Frankly, we could do even more for
our financial aid programs by repealing
the wasteful direct lending program.
This bill takes a step in that direction
by capping the direct lending program
at 20 percent. This program is a very
inefficient and costly attempt to re-
move the private sector from the stu-
dent loan process. The Congressional
Budget Office [CBO] estimated that the
elimination of direct lending would
save taxpayers $1.5 billion over 7 years.
In addition, students and families are
better served by their local banks than
faceless bureaucrats in Washington.

I have heard from many young South
Dakotans on the importance of finan-
cial aid for higher education. I person-
ally identify with their concerns. I re-
lied on student loans to get through
college. Let me assure them and their
parents that the balanced budget bill
before us today is a winner in two re-
spects —first, it maintains the Federal
commitment to federal student loan
programs; second, by balancing the
budget, young South Dakotans will in-
herit an American economy and a
standard of living second to none.

Finally, Mr. President, the balanced
budget bill brings much-needed tax re-
lief to the American people—tax relief
that is balanced, reasonable and fair.
We need tax relief for a number of rea-
sons. First, the current tax code is un-
fair to working Americans. Since 1950,
the tax burden has risen dramatically.
Today, average Americans see up to 40
percent of their hard-earned income go
toward taxes. In a nation where the av-
erage family has both parents on the
job, Americans are working harder
than ever before. Yet, they have less
and less to show for it. That is not
right. A heavy tax burden stalls eco-
nomic growth, prevents savings and in-
vestment, and hinders a family’s abil-
ity to provide for the well-being of
their children.

Second, we need tax relief to reverse
the adverse affects of the 1993 tax in-
crease—the largest in American his-
tory. This tax increase is the main rea-
son why the current economic recovery
has been much slower than previous re-
coveries. As I stated, a balanced budget
provides our economy a much-needed
boost. Tax relief would empower work-
ing Americans with the means to fur-
ther boost our economy. Indeed, this
tax relief bill is good for all Ameri-
cans—families, small businesses, farm-
ers and seniors.

We have carefully crafted a bill that
takes a big step toward fairness and
empowers Americans to contribute to
the health of our country, our commu-
nities and our families. And we do so
without leaving a Federal deficit.

The largest component of this tax
package would provide a $500 per child
tax credit for low- and middle-income
families. This is money that can go
where it can do the most good—in fam-
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ily budgets to serve a number of pur-
poses, ranging from child care to sav-
ing for a college education.

This tax credit is great news for tens
of thousands of South Dakota families.
Specifically, more than 84,000 South
Dakota families would benefit from the
tax credit. Of that number, more than
31,000 South Dakota taxpayers would
have their tax liability eliminated
completely. This is a true middle class
tax cut. In fact 84 percent of the tax re-
lief in this bill would go to Americans
making less than $100,000 a year.

The bill would provide even more tax
relief for the middle-class by creating a
student loan deduction for up to 20 per-
cent of interest—up to $500—paid on a
student loan.

The bill would create an adoption
credit to encourage and reward those
who reach out to open their hearts and
homes to a child in need of a home.
And we have strengthened our commit-
ment to families by relieving the un-
fair burden of the marriage tax pen-
alty.

The bill would encourage middle
class families to save and invest by cre-
ating a new Individual Retirement Ac-
count. Current use of tax-deductible
IRAs would be expanded through an in-
crease in the income limits, which
would encourage Americans to save
more and secure their futures. Home-
makers would be allowed participation
in IRAs. Finally, penalty-free with-
drawals would be allowed for first time
home purchases, medical expenses, pe-
riods of unemployment and higher edu-
cation expenses. I have long been a
strong advocate for making IRAs more
flexible for families. I am proud to be a
co-sponsor of the original legislation,
which was incorporated in S. 1357.

Our economy would be further stimu-
lated by the capital gains tax cut con-
tained in this bill. More often than not,
capital gains taxes hurt middle income
families. The vast majority of capital
gains is realized from those individuals
who have held a family home or farm
for decades or even generations, and
are severely punished by the tax code
when they finally sell their primary as-
sets to pay for retirement. This bill
would cut the capital gains tax rate by
50 percent for individuals. This would
allow individuals who now are holding
assets for fear of the capital gains tax
to put those assets to a more produc-
tive use.

Our small businesses—the true en-
gines of our economy—would benefit
from the capital gains reforms, but
also from other specific items in our
bill that were created for their benefit.
Many small businesses do not offer
pension plans to their employees due to
the administrative costs and unneces-
sary paperwork that is required. For
those businesses with less than 100 em-
ployees and limited resources, the bill
would create a simple 401(k) plan where
employees can contribute up to $6000 of
wages, and employers must match up
to 3 percent of the employee’s pay.

One portion of this bill that I am par-
ticularly proud of is estate tax relief
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for family farms and businesses. Too
often, people work their entire lives to
build a successful farm, ranch or other
small business, with the hopes of pass-
ing it along to their children. Unfortu-
nately, the estate tax laws take away
the fruits of their labor by imposing a
tax of up to 55 percent upon the family
estates. This frequently forces the fam-
ily to sell all or part of the business
simply to pay estate taxes. Earlier this
year, after months of preparation,
Chairman ROTH, Senator DOLE, Sen-
ator PRYOR and I introduced legislation
that would exempt the first $1.5 million
of qualified family-owned business as-
sets from estate taxes, and then to pro-
vide a 50 percent rate cut beyond that.

The continuation of family-owned
businesses is critical to the strength of
our communities. This is true in South
Dakota, where family farms and busi-
nesses have been the heart and soul of
our economic development since state-
hood. Family-owned businesses give
our kids something to work toward—
and it helps our towns and neighbor-
hoods by providing an active business
commitment to their stability. The es-
tate tax reforms in this legislation
would end the imposition of estate
taxes for virtually every family-owned
family farm and small business in
South Dakota.

I also worked to include in the bill a
modest, but much-needed change to the
Generation-Skipping Transfer Tax laws
that would free up more options for
contributing estate assets to charity.

I am pleased that this bill would re-
tain the ethanol tax credit and extend
the recently expired ethanol blenders
tax credit, which is very important to
South Dakota corn farmers and eth-
anol blenders. Both provisions are im-
portant for rural America and farm in-
come. These kinds of credits are essen-
tial in order to provide new market op-
portunities for farmers. Ethanol is a
fuel source that is cleaner for the envi-
ronment, reduces dependency on for-
eign oil and strengthens our agricul-
tural sector.

This tax package is a solid, reason-
able approach to tax relief. It stimu-
lates the economy and helps those who
are trying to make a better life for
themselves. Having the ability to plan
ahead for retirement and other, unex-
pected, life changes benefits the soci-
ety as a whole.

In order to assist those who seek to
provide for their long-term health
needs, the bill would clarify the treat-
ment of long-term care insurance so
that it would be treated like medical
insurance and receive favorable tax
treatment. The more we can encourage
people to plan ahead for themselves,
the stronger all of our futures will be.
We have created Medical Savings Ac-
counts [MSAs] so that everyone can
plan for medical crises. The earnings
on these accounts would be tax-free as
are the withdrawals for certain pur-
poses.
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Mr. President, the driving principle
behind this entire legislation is fair-
ness—fairness to hard-working Ameri-
cans and particularly to our children,
who stand to inherit this country.
Without this legislation, Americans
would be subjected to egregious forms
of unfairness on many fronts. Unless
we balance the budget, young Ameri-
cans will inherit a nation submerged in
debt. A child born today already owes
$187,000 just on interest on the Federal
debt. That is more than $3,500 in taxes
every year of her working life—a life-
time tax rate of 84 percent. This debt
stands to threaten the very founda-
tions of our economy and our country.

Without this legislation, Medicare
will go bankrupt in the year 2002.
Americans not yet of retirement age,
who are contributing a significant por-
tion of their pay to Medicare, deserve
to know that Medicare will be there for
them when they retire.

Without this legislation, hard-work-
ing Americans would be saddled with a
tax system that punishes their ability
to save, invest and provide for their
families.

This legislation restores fairness to
fiscal policy, seniors’ health care and
tax policy. Most Americans play by a
common sense set of values. Americans
work hard. They obey the law. They
look out for their family and commu-
nity. They try to provide for their fu-
ture and their children’s future.

For more than a generation, the Fed-
eral Government has stood in stark
contrast to these values. The Federal
Government taxes far too much and
spends even more. It does not live with-
in its means. It stifles individual ini-
tiative and ingenuity. This liberal tax
and spend philosophy stands to threat-
en the livelihoods and the values that
embody them of future generations.

Today, we take a significant step to
right the wrongs of an irresponsible
legacy of tax and spend. It is a historic
occasion. Today, we set the stage for a
new legacy of fiscal responsibility and
fairness to American families. The
American people made history last No-
vember by giving the Republicans con-
trol of Congress for the first time in
more than a generation. They called
for fair, common sense government.
Tonight, for the first time in more
than a generation, we in the Repub-
lican party will give the American peo-
ple what they asked for: A fair, com-
mon sense government that lives with-
in its means.

NAVAL PETROLEUM RESERVES

Mr. DOMENICI. Mr. President, there
was a point of order sustained against
the provision in the bill providing for
the sale of the naval petroleum re-
serves [NPR], it is a technical violation
of the Byrd rule.

The budget resolution included a rec-
onciliation instruction based on the
gross proceeds from the sale of the
naval petroleum reserves. For rec-
onciliation purposes, the Senate Budg-
et Committee has scored the gross pro-
ceeds to the Armed Services Com-
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mittee consistent with the budget reso-
lution.

Under reconciliation scoring, there is
no violation under the Byrd rule.

For the purposes of scoring under
sections 302 and 311 of the Budget Act
and determining whether the budget is
balanced we do take into account the
forgone receipts from the sale of the
naval petroleum reserve. So, under
that scoring there would be a net out-
lay increase in the out-years.

Even so, no one should be under the
impression that the sale of the NPR
will lose the Government money.

Under CBO’s scoring, the sale of the
naval petroleum reserves [NPR] leads
to three budgetary impacts: $1.6 billion
increase in gross proceeds to the Gov-
ernment from the sale of the NPR; $2.5
billion in forgone receipts over the
next 7 years from the sale of the re-
serves; and at least $1.0 billion in dis-
cretionary spending savings associated
with the fact that the Government no
longer will need to spend money to op-
erate and maintain the reserves.

None of these figures take into ac-
count the interest savings the Govern-
ment will earn or the tax revenues that
will be generated by the private oper-
ation of this oil venture. Even without
these additional savings, the sale still
generates savings to the Federal Gov-
ernment over a 7-year time period.

The point of order against this provi-
sion is clearly a technical violation. I
will work to ensure the sale of the
NPR’s is incorporated into the con-
ference report and there is no Byrd rule
violation.

The irony here is that a Democratic
point of order will defeat the Presi-
dent’s proposal to sell the naval petro-
leum reserves. If we don’t sell it, the
President’s plan is even more out of
balance.

Mr. President, the NPR has outlived
the original purpose for which it was
established around the turn of the cen-
tury—a fuel reserve for the Navy.

Since 1976, the Department of Energy
has been operating NPR as a commer-
cial oil venture. The quality of oil pro-
duced from the NPR is not suitable for
use by the modern Navy and instead is
sold to the private market.

There is no national security ration-
ale for the Federal Government to con-
tinue managing NPR oil production, ei-
ther in terms of military or domestic
energy requirements. The private sec-
tor can run NPR more efficiently than
the Federal Government.

INTERNATIONAL SIMPLIFICATION

Mr. DOLE. Mr. President, I would
like to state my support for including
several international tax simplifica-
tion measures in the conference report.
There is an urgent need to address cer-
tain issues now before businesses make
operational decisions that may nega-
tively impact the growth of those in-
dustries for years to come, and, as a re-
sult, harm the U.S. economy. I know
that Senators HATCH, D’AMATO,
CHAFEE, GRASSLEY, and MACK also have
strong concerns in this area, and I hope

October 27, 1995

we can all work together to see that
these issues are addressed in the con-
ference report on this bill.

The provisions to which I refer in-
clude various international simplifica-
tion measures, some of which are in
the House bill, including a measure
that would permit foreign tax credits
to be applied to taxes paid by fourth-,
fifth and sixth-tier controlled foreign
corporations (CFCs), as well as the re-
peal of Section 956A of the Internal
Revenue Code, the clarification of the
application of the foreign sales cor-
poration (FSC) rules with respect to
software exports, and a reevaluation of
the deferral rules for foreign shipping
income of CFC’s.

One of the provisions on which I be-
lieve we should act is section 956A,
which was one of the tax increases in-
cluded in President Clinton’s 1993 tax
bill. Contrary to the stated reason for
enacting this provision, in many cases
it has created an incentive for U.S.
multinationals to invest overseas rath-
er than in the United States. This is
because by having its foreign sub-
sidiary invest in active foreign assets,
a U.S. multinational reduces its tax li-
ability. Thus, section 956A essentially
provides a 3b percent investment tax
credit for foreign investment by U.S.
companies. Similar problems arise
from a provision that today could
cause a CFC to be treated as a PFIC be-
cause current law generally does not
recognize the value of a company’s in-
tangible assets. These and other inter-
national tax simplification issues
should be addressed in the conference
agreement to this bill.

Mr. HATCH. Mr. President, I share
the concerns expressed by the majority
leader regarding the need to repeal
Section 956A and the application of the
PFIC rules to CFC’s in connection with
intangible assets. I would also like to
express my concern about the problem
of the overlap between subpart F and
the PFIC provisions in general. I look
forward to working together with the
leader to correct all of these problems
in the conference report on this bill.
These provisions have the effect of hin-
dering competitiveness of U.S. multi-
nationals and distorting investment
decisions that properly should be gov-
erned by economic considerations
alone. Thus, they put at risk U.S.-
based jobs. The 956A and PFIC rules
have an especially harsh effect on re-
search-intensive  companies, which
tend to accumulate capital before mak-
ing major investments. As a result, I
am particularly concerned that re-
search activities may be moved over-
seas in order to avoid the impact of
these rules. I believe this Nation may
gradually lose its competitive edge in
the technology field if through ill-con-
ceived tax rules we provide incentives
for this technology to be developed and
owned outside the United States. As
you know, technology industries are
very important to my State of Utah,
and I am concerned about Tax Code
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provisions that have the effect of caus-
ing those industries to move their
high-paying jobs out of the United
States. For that reason, I would like to
ask the leader’s support for addressing
in conference a problem that has arisen
because of a narrow and ill-conceived
IRS interpretation of the foreign sales
corporation (FSC) provisions as they
apply to exports of software, which I
fear could also result in the movement
of software development jobs overseas.

The FSC rules were enacted to ad-
dress competitive disadvantages faced
by U.S. exporters vis-a-vis exports from
other countries that have more favor-
able tax systems, particularly those
that effectively exempt export sales
from home country tax. The goal of the
FSC provisions was to remove an in-
centive to move manufacturing and
production jobs out of the TUnited
States. Unfortunately, a narrow IRS
interpretation of these rules could pre-
clude exports of software copyrights
from qualifying for export treatment
under the FSC rules when those ex-
ports are accompanied by a right to re-
produce the software overseas. I am
very concerned because software com-
panies are already examining opportu-
nities to move high-paying software de-
velopment jobs overseas where highly
skilled labor is available at much lower
wages. F'SC benefits help offset higher
U.S. labor costs by providing benefits
on the export of products developed in
the United States. I believe it is very
important to clarify these rules to re-
flect the Congress’ intent with respect
to software, not only to protect U.S.
software development jobs, but also to
preserve ownership of this technology
in the United States.

The narrow IRS interpretation of the
application of the FSC rules to soft-
ware was included in 1987 temporary
and proposed regulations, which were
never finalized. The Treasury Depart-
ment has broad authority under cur-
rent law to implement congressional
intent by providing that a copyright on
software qualifies as export property
even if the software is accompanied by
a right to reproduce. I believe that the
Treasury Department should take ac-
tion on its regulations to so provide
this result. However, Treasury has in-
dicated that it prefers congressional
action to resolve this issue. In any
event, 8 years is too long to wait for
Treasury to take action on its tem-
porary regulations, especially given
the fact that the software industry reg-
ularly receives solicitations to move
their software development to other
countries, such as Ireland and India.
Therefore, I hope that the majority
leader will support legislative clarifica-
tion of this issue in the context of
international tax simplification meas-
ures that will be considered by the con-
ference committee. This clarification
of the FSC rules is an important sim-
plification measure because it will im-
plement the intent of Congress and
help taxpayers and the IRS avoid years
of litigation over the current regula-
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tions and help to avert complicated re-
structuring activities.

Mr. DOLE. Mr. President, I, too, am
concerned about the Treasury Depart-
ment’s interpretation of the FSC rules
with respect to computer software and
do not believe that the FSC statute
precludes the application of the FSC
provisions to computer software in the
case described by the Senator from
Utah. Given the Treasury’s unwilling-
ness to resolve this issue, I agree that
we should address this issue in con-
ference.

Mr. D’AMATO. Mr. President, I share
the views of the majority leader and
the Senator from Utah with respect to
the urgent need to provide long-over-
due improvements to our international
tax system, especially when existing
law hampers our industries as they ex-
pand their operations in the global
marketplace.

The need for simplification and re-
form is illustrated by section 956 of the
Internal Revenue Code—a section in-
troduced in the 1960’s and designed to
prevent taxpayers from avoiding tax-
ation on the repatriation of foreign
earnings through disguised dividends in
the form, for example, of loans to af-
filiates. In general, ordinary course of
business financing transactions appro-
priately were exempted from this pro-
vision. Since section 956 first was in-
troduced, however, the scope and com-
plexity of international business have
expanded rapidly, but the ordinary
course of business exceptions to section
956 have not been updated.

For example, U.S.-based securities
firms typically had negligible foreign
earnings at the time section 956 was in-
troduced, and therefore the ordinary
course of business exceptions to that
provision did not reflect standard com-
mercial practices in that industry. In
recent years, however, many U.S.-
based securities firms have trans-
formed themselves into global institu-
tions by developing substantial inter-
national operations (just as many for-
eign-based institutions now compete in
the United States). Section 956 has
never been updated to reflect this surge
in the international activities of the
U.S. securities industry, thus forcing
the industry into complex uneconomic
transactions.

This is just one example of how U.S.
taxation has not kept up with the po-
litical, economic and technical changes
that have created new opportunities
and broken down old barriers as na-
tional markets are replaced with glob-
al markets. Our tax laws should reflect
and support these changes in a similar
fashion, or they will force undue com-
plexity on U.S.-based companies.

I join with the Senators from Kansas
and Utah in supporting the principal of
tax reform in the international area
and the inclusion of international sim-
plification and reform in the con-
ference report.

Mr. DOLE. Mr. President, I agree
that we should try to address these
measures in conference.
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BAUCUS MOTION TO STRIKE

Mr. BIDEN. Mr. President, there is a
stretch of coastal plain in northeastern
Alaska which has been called North
America’s Serengeti. Nestled between
the towering 10-thousand foot peaks of
the Brooks Range and the frigid Arctic
Ocean on the North Slope of Alaska,
lies the Arctic Coastal Plain, the 1Y-
million-acre crown jewel of the 19-mil-
lion-acre Arctic National Wildlife Ref-
uge. According to the Fish and Wildlife
Service, the coastal plain area is the
biological heart and the center of wild-
life activity in the refuge. This pristine
and complex Arctic ecosystem is habi-
tat for a complete spectrum of wildlife,
including polar and grizzly bears,
wolves and snow geese. A 160,000-mem-
ber porcupine caribou herd has used
the coastal plain as a calving area for
centuries. In all, more than 200 animal
species call the refuge home.

Tragically, the bill before us today
threatens to permanently mar Alaska’s
Coastal Plain by permitting destruc-
tive o0il and natural gas exploration.
Under a broad pretext of jobs, eco-
nomic development, and international
security, some want to enable gigantic
energy interests to irreparably harm
the sanctity of this area. What will be
taken can never be replaced, and we
ought not allow exploration to occur.

The State of Alaska has been blessed
with abundant natural resources, and
on the whole we, as a nation, are
stronger for much of the enormous de-
velopment which has occurred there.

Depending on who you ask naturally,
the prospects for a substantial oil find
on the coastal plain vary. Nineteen
percent, Forty percent, the estimates,
by definition, are inexact. Proponents
of development believe that under the
tundra lies the next Prudhoe Bay dis-
covery, the mnext North Sea field.
Fueled by projections of a sky-
rocketing demand for oil by the devel-
oping world, energy interests are wait-
ing with bated breath.

Yet, of the more than 1,100 miles of
northern Alaska’s coastline, the coast-
al plain is the only 125 miles closed to
development. Isn’t this a small, justifi-
able sacrifice. Isn’t there a point where
we draw the line and protect a unique
area because there is value beyond the
price per barrel.

Let us assume for the moment that
perhaps there is some merit in develop-
ment, and let us further use Prudhoe
Bay as a case study of likely con-
sequences. Though for the most part
drilling in the bay is reasonably man-
aged, oil spills still average 500 annu-
ally—that is nearly 10 spills per week.
This activity seems to also be having
an impact on the surrounding wildlife.
An article in the October 21 edition of
the Anchorage Daily News noted that a
new State caribou survey has found a
sharp decline in the central Arctic car-
ibou herd indigenous to the area. The
cause is unknown, however, recent re-
search by the University of Alaska has
found that caribou living near the oil
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fields have far fewer calves than those
away from the facilities.

If this is in fact the case, the adverse
effects of oil activity would be mag-
nified in the coastal plain. What will
exploration bring? Hundreds of miles of
roads and pipelines leading to dozens of
oil fields, blocking wildlife migration.
Toxic wastes leaking into the soil. Riv-
ers and streambeds robbed of millions
of tons of their gravel to construct
roads and runways.

According to Interior Department es-
timates, oil exploration would likely
result in a decrease or change in dis-
tribution of 20 to 40 percent in the car-
ibou population, 50 percent in the num-
bers of snow geese, and 25 to 50 percent
in the muskox populations.

And after the oil has dried up, after
the companies have gone, what will be
left? The footprint of industrial devel-
opment: abandoned drilling equipment
scarring the landscape; toxic contami-
nation; lost wildlife; a horizon perma-
nently altered.

I have heard proponents argue that
opening the coastal plan is a critical
step toward decreasing our growing de-
pendence on foreign oil. Yet, many of
these same proponents are now moving
a bill through the Congress to start ex-
porting the o0il presently extracted
from Alaska’s North Slope.

Mysteriously, this concern about our
dependence on foreign oil also seems to
evaporate when it comes to investment
in research and development of alter-
native fuels, such as solar and wind en-
ergy.

Protection of our wilderness should
not be a Democratic issue, or a Repub-
lican issue. In fact, the entire National
Wildlife Refugee System, or which the
Arctic Refuge is a part, was begun in
1903 by one of the greatest conserva-
tionists in our history, President
Teddy Roosevelt, a Republican. The
coastal plain was part of the original
wildlife refuge established by President
Eisenhower in 1960. Regrettably, red
ink bleeding from Alaska’s budget and
the power of a few special interests
have polarized this debate.

Every American has a stake in our
National Wilderness Areas, in the pres-
ervation of the environment in which
we all live, Every acre offering the pos-
sibility of o0il ought not be drilled,
every mountain offering the possibility
of gold ought not be mined, every mile
of wilderness ought not be stripped
bare just because its value can be quan-
tified, just because revenue can be
raised.

Due to the fragile and complex inter-
connection of ecosystems, our future is
inextricably linked to nature’s vital-
ity. If the scale is tipped too far by
overdevelopment and we lose our bal-
ance, no amount of money will enable
us to restore what we have lost.

We must remember that we are but
visitors in this land, existing by the
good grace of Mother Nature—a last-
ing, sustainable society for all future
generations depends upon it.

Mr. COHEN. Mr. President, I have
enormous respect for my Republican
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colleagues for producing this historic
budget. For the first time in a genera-
tion the Senate is presented with a
plan that actually balances the budget.

Earlier this year, opponents of the
balanced budget amendment charged
that the amendment was a gimmick
designed to allow Members to say they
support a balanced budget without hav-
ing to explain exactly how to achieve
this.

I am proud that these critics have
been proven wrong. Despite the loss of
the balanced budget amendment, this
Republican Congress has persevered in
producing a specific plan to balance
the budget in 2002—the same year
called for in the balanced budget
amendment.

The spending cuts called for in this
plan are significant, and many of them
are well overdue. My concern is with
the tax cuts. I do not think we should
be cutting taxes at the same time we
are trying to balance the budget.

Trying to do both at once is like
driving with one foot on the gas and
the other on the brake.

I think the tough cuts proposed in
this plan would be more easily justified
without the tax cuts.

Any way you look at it, because of
these tax cuts, the Federal Govern-
ment will have to borrow $245 billion
more over the next 7 years than it oth-
erwise would. This is particularly trou-
bling in light of the fact that, if no
changes are made in the Federal budg-
et, children born today will face a life-
time tax burden of 82 percent. Such a
tax burden is clearly unsustainable and
intolerable.

Paying for tax cuts with borrowed
money is really more of a tax deferral
than a tax cut. At some point, future
taxpayers will be forced to pay back
the $245 billion and their tax burden
will be higher than it otherwise might
be.

If the effect of borrowing money for
tax cuts today is to increase the tax
burden on future generations, the en-
tire purpose of balancing the budget is
undermined. We will still be asking our
children to foot the bill. Balancing the
budget is itself a tax cut in that it
would relieve families of the hidden
taxes associated with servicing the na-
tional debt. Interest on this debt costs
the average household over $800 a year.
Balancing the budget more quickly and
forgoing a deficit-financed tax cut
would ease the burden of these hidden
taxes. Balancing the budget more
quickly would also lower interest costs
for mortgages and student loans—sav-
ing families thousands of dollars.

Congress must focus on increasing
the national savings rate. The surest
way to achieve this goal is by reducing
the deficit and by fundamentally re-
forming the tax code. The tax cuts pro-
posed in the pending bill would frus-
trate both of these goals. The Tax Code
would be complicated further and the
deficit would be $245 billion larger.

Let me be clear. If not for the budget
deficit, I too would support a broad-
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based tax cut. I am no fan of higher
taxes. I opposed President Clinton’s
deficit plan because it relied too heav-
ily on tax increases and not enough on
spending cuts. It is one thing to oppose
further tax increases. It is quite an-
other, however, to support large tax
cuts in the face of looming deficits.

While the size of the tax cuts prevent
me from voting for this budget, I ap-
preciate the willingness of the major-
ity leader, Senator DOMENICI and Sen-
ator ROTH to work with me and other
Senators to make some important
changes to the bill affecting the edu-
cation and Medicaid programs. In addi-
tion, important Federal nursing home
standards were maintained. While
these improvements were substantial,
they could not offset my overarching
concerns with cutting taxes by $245 bil-
lion at this time.

I am confident that the Senate will
have an opportunity to consider an-
other balanced budget plan this year.
The budget in its current form will al-
most certainly be vetoed by the Presi-
dent. Subsequent to this veto, I look
forward to working with my colleagues
to craft a new plan that maintains the
goal of balancing the budget without
cutting taxes by $245 billion.

Mr. SPECTER. Mr. President, I am
voting in favor of final passage of the
budget reconciliation bill because I be-
lieve the prospective benefits of bal-
ancing the budget outweigh the con-
cerns expressed in my floor statement
of October 24, 1995. As indicated by that
statement and my votes on individual
amendments, I believe the bill would
have been fairer with more funding for
Medicare, education, and Medicaid
without the tax cuts. OK, the tax cuts
should have gone to deficit reduction.
But, on balance, the bill should be
passed.

At the insistence of our group of cen-
trist Senators, this bill has been mate-
rially improved by floor amendments
which did add some significant supple-
mental funding for Medicaid, Medicare,
and education.

It is my expectation that further im-
provements are likely in the House-
Senate conference with additional
funding for Medicare and recipients of
the earned income tax credit, because
the House of Representatives has high-
er figures in those accounts.

After the House-Senate conference
and the expected Presidential veto, it
is likely that the ultimate legislation
will better address the fairness issue
and provide better assurances that tax
cuts will not undermine a balanced
budget.

Passage of this bill by the Senate
today will move the process forward
and promote the primary objective of
balancing the federal budget by the
targeted year of 2002.

Mr. BIDEN. Mr. President, a nation’s
budget reveals its fundamental values,
its priorities, the problems that most
concern its people. A budget can tell us
a lot about how a nation’s resources
will be shared—which people, what ac-
tivities will bear the tax burdens, and
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which people, which activities will be
encouraged and rewarded.

We are debating here today perhaps
the most important budget plan in my
public career. This is the first time we
have committed ourselves to a T-year
budget plan, and the first time we have
committed ourselves to a path which
ends in a balanced budget. If—and this
is a big if—we stick to it, this budget
will control our actions through the
end of this century and beyond.

What statement does this document
make about our country? What does
this reconciliation bill say about our
concerns, what does it say about our
values?

Mr. President, as we debate this bill
we face a number of fundamental prob-
lems in our country. High on the list of
worries of the middle-class men and
women I talk to in my State of Dela-
ware is the need to restore faith in the
American dream—a belief that their
own hard work will earn them a decent
living today, that their mothers and fa-
thers will enjoy a secure and dignified
retirement, and that there will be a
better world for their sons and daugh-
ters.

And just as high on that list of Amer-
icans’ concerns is a need to restore
Americans’ sense of fairness—a sense
that we have a system that gives the
average guy a fair shake, that does not
turn its back on those who are less for-
tunate, a system in which the most for-
tunate meet their obligation to con-
tribute to our shared needs.

This is a value increasingly at risk
today.

How does this budget respond to
those concerns, Mr. President? How
does it reflect those middle-class val-
ues?

I am sorry to say that this budget
will give middle-class Americans more
reason to worry about the future. It
weakens the foundation of future
growth by making it harder for our
children to get the education they need
to become part of a high wage, high
productivity, world class work force.

The lower, slower growth that is the
inevitable result of this reconciliation
bill will contribute to a further
hollowing out of our middle class—an
expanding gap between the few whose
families can afford a more expensive
ticket to a better future and those who
cannot.

A weakened middle class increases
social instability, and leads to the very
real concerns about the future that we
now see in the polls, and in our streets.

It threatens Americans’ ability to
control their own fate—no matter how
hard they work, a weaker, slower grow-
ing economy will mean smaller wages
and salaries, a bleaker future.

As unwise, as reckless as this bill is
in its threat to our current and future
standard of living, Mr. President, it is
unconscionable in its abandonment of
our commitment to our parents’ gen-
eration.

It raises the cost of getting old in
America, Mr. President. This reconcili-
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ation bill is a dark cloud over what
should be the golden years of the gen-
eration that made us into a world
power, that passed on to us the richest,
most powerful country in the history
of the world. How do we repay their
hard work and sacrifice on our behalf?

This bill raises the cost of Medicare
and Medicaid, and removes nursing
home standards that demand basic
human decency. It cuts more than $270
billion from Medicare over the next 7
years. Already today, seniors pay an
average of 20 percent of their income
for health care. This plan, will increase
the premiums of a senior couple an ad-
ditional $2,800 over the next 7 years.

This reconciliation bill continues to
dump the burden on a middle class that
is already getting clobbered. For more
than a decade and a half, the median
income in this country has been stuck
in neutral—along with housing, the
costs of education and health care are
squeezing everything else out of mid-
dle-class budgets.

This bill increases health care costs
of the retired parents of hard-working
middle-class families. What are they
going to do when grandma and grandpa
come home and tell them that they
will have to pay more out of their own
fixed incomes to visit their own doc-
tor? Will they turn their parents away?
We all know the answer to that ques-
tion, Mr. President—thank God, those
middle-class families are going to re-
member their parents’ sacrifices for
them and for this country, and they are
going to reach into their pockets and
cover the new costs imposed by this
bill.

At the same time, they are going to
have to pick up the tab for more expen-
sive college loans. It is the old squeeze
play, Mr. President, and guess who is
in the middle?

The saddest thing about this rec-
onciliation bill may well be the missed
opportunity it represents. I voted for
the balanced budget amendment. I sup-
port not one, but two different budget
resolutions that could have brought us
to a balanced budget by the year 2002,
the same target at which this rec-
onciliation bill is aimed.

So I wish I could vote for a plan that
would reach that goal. There are many
possible plans, many possible paths to
that goal. Some of those paths to a bal-
anced budget would leave us a strong-
er, more competitive, and fairer coun-
try.

This one will not.

The question is not whether we
should balance the budget. The ques-
tion is not whether there must be sac-
rifice and change in the way we do
business here. And for me, there is no
question that we should make room for
tax cuts, though more carefully drawn
and targeted than those here before us
today.

The question is how should we share
the burden of the necessary sacrifice
among the American people, and how
should we allocate the necessary spend-
ing cuts to assure stronger, faster eco-
nomic growth in the future.
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This reconciliation bill has the wrong
answers to those questions, Mr. Presi-
dent. It dumps the burdens of deficit
reduction on those least able to bear
it—deepening, not healing, the growing
rifts in our society. And its short-
sighted priorities—raising the cost of
education, reducing health care and
nutrition to the poorest children—
weaken our ability to respond with a
healthy, smarter workforce to the
challenge of international economic
competition.

I tried, along with a lot of my col-
leagues, to fix this bill. I offered an
amendment that would give a $10,000
tax deduction to help middle-class fam-
ilies pay for the rising costs of a col-
lege education. I tried to reduce the
fraud in the Medicare system—to save
money that could have prevented some
of the worst cuts this bill will impose.

I supported many other attempts to
restore some fairness, some common
sense, some more balanced priorities to
this bill. Those attempts were defeated.

We are left with this fatally flawed
bill.

And a final point, Mr. President. As
someone who voted for the balanced
budget constitutional amendment, I
might be moved to overlook some flaws
in a plan that offered real promise of
bringing the Federal deficit down to
zero. Unfortunately, this plan uses a
bunch of budget gimmicks too long to
list here to maintain an appearance of
budget balance that may well never be-
come a reality.

Most disturbing to me is the fact
that only by counting the surplus in
the Social Security System will this
plan bring the deficit to zero in the
year 2002. Without counting Social Se-
curity funds as part of the Federal
Government’s everyday income, some-
thing that is not permitted under our
current budget laws, the Republicans’
own Budget Office has told them that
this budget will be out of balance by
$105 billion in 2002.

But there are other problems, Mr.
President—such as the heavy ‘‘back
loading” of the spending cuts. This
budget saves the real pain for the 6th
and 7th years of this plan—a point
when virtually no one here today
would have to face the need to cut over
$200 billion each of the last 2 years. Let
us hope there will be more enthusiasm
for those choices then, than there ap-
pears to be now.

This bill’s gimmicks include asset
sales—to make the books look better
in the short run, but that will leave us
poorer in the future. Again, this is a
practice that should not be allowed
under budget law, but it is in here
nonetheless.

So this reconciliation bill does not
express the values of the Americans I
know, the values of the people of Dela-
ware. It does not embody the principles
of mutual obligation, of family con-
tinuity that the Americans I know
share. It is an affront to any notion of
family values.

It does not address middle-class
Americans’ valid concerns about the
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future of our economy, and it does
nothing to help us build the well-paid,
high-productivity work force that will
allow us to take control of our destiny.

Because I know we can do better, Mr.
President, and because the American
people deserve better, I will vote
against this bill.

Mr. CHAFEE. Mr. President, this rec-
onciliation bill is the culmination of
the congressional budget process. It
provides for a balanced budget within 7
years, a truly remarkable feat.

The next step will undoubtedly be di-
rect negotiations between congres-
sional principals and the President to
reach a final budget accord. However,
that cannot occur until this legislation
has been passed in final form, and sent
to the President. And the quicker, the
better, in my view.

While I do not agree with every as-
pect of this reconciliation bill, the ob-
jective of achieving a balanced budget
far outweighs any misgivings I have
about various of its provisions. We do
not always get everything we want in
the legislative process. Achieving the
greater good must also be a consider-
ation; and, here, the greater good is to
obtain a balanced budget.

For 33 straight years this Govern-
ment has spent more than it has taken
in. The cumulative consequence of our
annual budgetary sins is an incredible
$56 trillion national debt—literally, a
mortgage on the economic future of
our children and grandchildren. This is
immoral, and must stop.

Every week, the Treasury Depart-
ment must issue debt securities to
keep the Government afloat. This past
Monday, for example, Treasury bor-
rowed $27 billion to cover maturing se-
curities, and to raise needed cash. The
Department must hold monthly, quar-
terly, and annual auctions just to
maintain solvency. If we make no
changes to the course we are currently
on, we will run $200 billion deficits each
year well into the next century. Fully
15 percent of our annual Federal budg-
et—$235 billion—must now go to paying
the interest on this massive debt, with-
out a penny of that going to reduce the
principal. Within 10 years annual inter-
est costs will jump to $400 billion.

This must stop.

Those of us in Congress, who have
struggled over the years to reverse this
ruinous course, are rightfully frus-
trated. In 1985, we passed the Emer-
gency Deficit Control Act, also known
as Gramm-Rudman-Hollings. That law
was supposed to deliver a balanced
budget by 1991. It did not happen. In
1990, we passed the Budget Enforce-
ment Act, establishing the discre-
tionary spending caps and the pay-as-
you-go rules for entitlement spending
and tax cuts. The results are barely
measurable. Despite our best efforts,
deficit control continues to elude us.

Regrettably, we cannot balance the
budget this year or next. However,
with the bill before us, we will balance
the budget by the year 2002. And, from
there, we can hopefully go on to com-
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mence retiring the staggering national
debt that will remain.

Is this bill perfect? No, it is not. I am
not aware of any Senator who is satis-
fied with every aspect of this 1,900-page
bill. In my view, at a time when we are
struggling to reduce the deficit and
asking people to sacrifice, the tax cuts
are ill-timed. Earlier this year, during
the debate on the Budget Resolution, a
number of moderate Republicans—my-
self included—sought to discourage the
tax cuts. That effort was complicated
by the fact that the President’s own
budget called for tax cuts totaling
more than $105 billion. During the Fi-
nance Committee deliberations last
week, I was the lone Republican voting
to eliminate or scale-back the tax cuts.
Unfortunately, my view did not pre-
vail.

I have also been clear in my objec-
tions to block granting the Medicaid
Program. I took steps in the Finance
Committee to ensure that, at a min-
imum, pregnant women and children
with incomes below the poverty level,
as well as the disabled, retain some
minimum guarantee of services.

In that regard, I am pleased my
amendment to clarify the definition of
“disability” passed the Senate yester-
day by a vote of 60-39. Similarly, I am
gratified the Senate this morning re-
jected, by a vote of 21-78, an amend-
ment to strike my guarantee provi-
sions for low-income pregnant women
and children, as well as the disabled.
These votes place the Senate squarely
on record in support of requiring states
to guarantee services to these vulner-
able populations.

As a result of negotiations with the
majority leader, moderate Republicans
have been able to obtain a number of
other improvements to the Medicaid
package over the past several days.
These include retaining Federal stand-
ards for nursing homes, a set-aside for
low-income Medicare beneficiaries, and
requiring that the same solvency
standards a state applies to private
plans must also be applied to Medicaid
plans. We were also able to obtain a
provision to permit the integration of
services for elderly and disabled indi-
viduals who are both Medicare and
Medicaid-eligible. Finally, we also won
inclusion of an additional $10 billion in
funding to the States under the revised
Medicaid Program, and $2 billion more
in Medicare payments to teaching hos-
pitals.

I am also pleased that we were able
to reach an agreement with the major-
ity leader to eliminate the proposed re-
ductions in Federal student loan pro-
grams that most directly effect stu-
dents, parents, and schools. This oc-
curred yesterday with the passage of
the Kassebaum amendment, which re-
stores the interest exem